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REF: NEW DELHI 6916 

1 . S.N. ACHARYA, JOINT SECRETARY, MINISTRY OF STEEL AND 
MINES, CONFIRMS THE ESTABLISHMENT OF A SPECIAL COMMITTEE TO 
REVIEW THE SPONGE IRON PROJECT AS REPORTED IN REFTEL. WHILE 
HE WOULD NOT PROVIDE THE NAMES OF ALL COMMITTEE MEMBERS, THE 
MEMBERSHIP IS BELIEVED TO BE CORRECT AS REPORTED REFTEL. THE 
COMMITTEE IS TO PREPARE A REPORT BY JUNE 30, 1977 FOR A CABI- 
NET COMMITTEE COMPOSED OF THE STEEL MINISTER, BIJU PATNAIK; 
FINANCE MINISTER, H.M. PATEL; DEFENSE MINISTER, JAGJIVAN RAM; 

AND THE DEPUTY CHAIRMAN PLANNING COMMISSION. 
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2. ACCORDING TO ACHARYA, THE SPECIAL COMMITTEE IS TO REVIEW 
ALL ASPECTS OF THE PROPOSALS SUBMITTED BY LURGI AND AC, BUT 
IT WAS APPARENT TO EMBOFF THAT THE KEY ELEMENT IN SELECTING 
THE COMPANY IS NOW THE FINANCING OF THE NON UNDP PORTION OF 
THE PROJECT, INCLUDING EQUITY PARTICIPATION. 
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3. ACHARYA SAYS THE GOI HAS RESERVATIONS ABOUT THE COMMER- 
CIAL VIABILITY OF THE SPONGE IRON PROCESS BECAUSE OF THE EX- 
PERIMENTATION STILL GOING ON IN THIS FIELD. THEREFORE, THE 
COMPANY WILLING TO PARTICIPATE EQUITY WISE WOULD PROVIDE THE 
GOVERNMENT WITH SOME REASONABLE ASSURANCE OF SAFE GUARDS THAT 
THE PROCESS ACCEPTED WAS WORKABLE. 

4. HE SAID THAT LETTERS HAD BEEN SENT TO BOTH COMPANIES 
REGARDING THIS SUBJECT AND HE WAS HOPING FOR AN EARLY REPLY. 
THROUGH UNIDO THE COMPANIES HAD ALSO BEEN ASKED TO EXTEND THEIR 
BID OFFERS FOR ANOTHER 90 DAYS. 

5. WHEN ASKED ABOUT THE GOI'S WILLINGNESS TO FINANCE A PART 

OF THIS PROJECT, ACHARYA REPLIED THAT THIS WOULD DEPEND ON THE 
OFFERS RECEIVED, BUT DID NOT DISCOUNT THE POSSIBILITY OF THE 
ENTIRE PROJECT BEING SHELVED IF THE FINANCIAL TERMS WERE NOT 
SUITABLE TO THE GOI. 

6. REGARDING THE PROSPECTS FOR OTHER SPONGE IRON PLANTS IN 
INDIA, ACHARYA STATED THESE WOULD NOT NECESSARILY DEPEND ON 
THE OUTCOME OF THIS PROJECT IF SUCH PLANTS WERE TO ADOPT THE 
MIDREX OR OTHER PROCESSES USING NATURAL GAS OR FUELS OTHER 
THAN COAL. 

7. DEPARTMENT MAY WISH TO PASS THE ABOVE TO ALLIS CHALMERS. 
GOHEF.N 
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